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COUNCIL ON WAGE AND PRICE STABILITY
An appeal of a federal district court ruling that President Carter exceeded his constitu­
tional authority by attempting to enforce wage and price guidelines through the denial 
of federal contracts to violators (see the 6/4/79 Wash. Report) has been filed by the 
Justice Department. In its appeal, the government submits that the President’s power 
to enforce his voluntary guidelines is found in the Federal Property and Administrative 
Services Act of 1949 which states that the government procurement policy should 
promote "economy" and "efficiency". The appeal also challenges the district court’s 
finding that the President’s actions are prohibited by the Council on Wage and Price 
Stability Act which provides that "nothing in this Act. . . authorizes the continuation, 
imposition, or reimposition of any mandatory economic controls." Addressing this 
question, the government maintains that there is no relevancy between the wage- 
price standards under the President’s program and the Act. In addition, the govern­
ment disputes the court’s finding that the threat of contract exclusion renders the 
program mandatory, stating that the President has simply "established a condition for 
government contracts."
Supplemental questions and answers have been issued by the Council. Included in the
supplement are questions and answers that have been issued by CWPS in press releases 
but not formally published. These questions cover both the price and pay standards, as 
well as modified standards for selected industries. More information may be obtained 
by contacting the General Counsel’s office at 202/456-6286.
ENERGY, DEPARTMENT OF
The reliability of petroleum inventory data reported by oil companies to the federal govern­
ment will be determined by an independent audit to be performed by an independent 
accounting firm. This decision, which was disclosed in a recent letter from Secretary 
Schlesinger to Sen. Paul Laxalt (R-Nev), was prompted by a call for such an audit by 25 
senators. The Senate delegation, headed by the Nevada representative, sought a broad 
assessment of inventories and of refinery utilization before and after the Iranian 
oil cutoff. The senators said the auditing firm also should conduct onsight investi­
gations to determine any instances of hoarding or other "manipulations" that could 
have contributed to current shortages of gasoline, diesel and other distillates. 
Schlesinger said the department will ask the auditor to "examine and evaluate the 
reliability of petroleum company stock and inventory accounting systems and the data 
produced by these systems for submission to and use by the Federal Government." It is 
unclear at this time whether government representatives will be solely responsible for 
field verification of the inventories, or whether employees of the audit firm will be 
involved in that aspect of the investigation.
Final regulations establishing procedures on the collection and reporting of information
concerning the cost of providing retail electric service have been published in the
6/13/79 Fed. Reg., pp. 33847-77. Subpart B of the final regulations requires the 
submission of certain accounting cost information in order to develop fully allocated 
cost of services studies. The accounting structure is based on the FERC Uniform 
System of Accounts. The rules are effective as of 7/15/79. For more information con­
tact Gregory Martin at 202/275-4176, William Lindsay at 202/275-4777, or Jane Phillips 
at 202/275-0422.
Proposed rules on the calculation of cash working capital allowance for electric utilities 
have been issued by the Federal Energy Regulatory Commission (see the 6/11/79 Fed. Reg., 
pp. 33410-16). The proposed regulations would set forth new methods by which a utility 
filing a change in rate schedule must calculate the cash working capital allowance.
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Written comments on the regulations must be filed by 7/9/79. For further information 
contact Michael Colomant at 202/275-4728 or Bonnie Cord at 202/275-4285.
FEDERAL DEPOSIT INSURANCE CORPORATION
A proposed rule issued by the FDIC on securities of insured non-member state banks appeared
in the 6/8/79 Fed. Reg., pp. 33077-94. This proposal is similar to regulations pub­
lished by the SEC and covers such items as: acquisition statements; shareholder proposals 
stock appreciation rights; form S-K simplification; corporate governance; management 
remuneration; management indebtedness; changes in independent accountants; and auditor 
fees. Comments on the proposal are due by 8/7/79. For additional information contact 
Gerald Genvino or Louis Wright at 202/389-4122 or 4631.
FEDERAL ELECTION COMMISSION
A contract for an independent review of the Commission's audit policies and procedures has
been approved. This study is expected to strengthen the agency’s oversight of the 1980
election campaigns. Six criteria have been adopted by the Commission for the audit 
review, including the improvement of the effectiveness, efficiency, and speed of the 
EEC’s audit procedures. The review is expected to be completed by the end of summer 
in order to meet the Commission’s preparedness goal for the 1980 campaign.
In a related development, the House Administration Committee has announced its 
intention to hold hearings next month on the FEC’s operations. The Committee has 
decided not to consider such issues as expenditure limits, but will concentrate on mat­
ters of general concern relating directly to the efficiency of the Commission.
HEALTH, EDUCATION, AND WELFARE, DEPARTMENT OF
The Administration's hospital cost control proposal (S.570) has been cleared by the Senate 
Labor and Human Resources Committee with only minor changes. The committee-approved 
bill would direct hospitals nationwide to voluntarily hold their inflation rate down to 
about 10.9% by the end of this year or face mandatory controls in 1980. Changes made by 
the committee include the addition of a requirement that state cost control programs 
provide equitable treatment of hospital employees and do not seek to cover philanthropic 
assets in order to qualify for exemptions from the standly program, and a limitation on 
HEW recommendations concerning hospitals applying for an exception to the reason for 
which the hospital requested special consideration. S.570 must still be passed by the 
Senate Finance Committee before going to the floor for consideration by the full Senate.
In a related development, two members of the House Commerce Subcommittee on Health 
have announced the formation of a bipartisan effort to defeat the President's cost 
control bill (HR 2626). Reps. Dave Stockman (R-Mich) and Phil Gramm (D-Tex) have 
expressed confidence that the effort will be sufficient to kill the proposal at either 
subcommittee or full committee level, stating that HR 2626 has "monumental" flaws and 
would not solve the nation's health cost inflation problems. Markup on the proposal 
by the subcommittee is expected sometime this month.
JUSTICE, DEPARTMENT OF
"It is apparent that a merger between major firms in this profession (accounting) could
significantly affect the national economy." This testimony was delivered by John 
Shenefield, Assistant Attorney General , Antitrust, before the House Monopolies Subcom­
mittee in support of additional legislation (HR 4049) recently introduced by Rep. Peter 
W. Rodino, Jr. (D-NJ). Shenefield's comments, expressing support for amendments to 
existing law which would allow the applicability of antitrust statutes to partnerships
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and other unincorporated associations, for the first time mark a departure from earlier 
comments contained in his letter to Sen. Howard Metzenbaum (D-Ohio) of 2/7/79. In that 
letter, Shenefield stated that "if a merger between large accounting firms lessened 
competition, the national economy could be affected."
LABOR, DEPARTMENT OF
Final rules issued by the Tabor Department on migrant and seasonal farmworkers programs under
CETA appeared in the 5/25/79 Fed. Reg., pp. 30594-607. These programs are designed to
provide human services to improve the well-being of individuals who remain in the 
agricultural labor market. Reporting requirements and program integrity provisions are 
also included. The effective date of these rules was 5/25/79. Comments will be accepted 
until 7/24/79. For further information contact Lindsay Campbell at 202/376-6128.
OFFICE OF MANAGEMENT AND BUDGET
Attempts at compliance with the Privacy Act of 1974 are being beefed up following the 
President’s recent privacy message to Congress. In response to that message, OMB 
Director James T. McIntyre, Jr. has instructed executive branch department and agency 
heads to name an official who will be responsible for assuring compliance with the Act. 
McIntyre said the responsible officials would have "substantial authority" rather than 
serve merely as points of contact or coordinators. The duties of the new officials 
will include: issuing any instructions, guidelines, or standards necessary to administer 
the Act; assuring consistent application of regulations and policies within agencies; 
and providing for the effective education of system managers and decision makers 
responsible for the maintenance of records systems. For information on this program, 
contact 0MB at 202/395-3785.
SECURITIES AND EXCHANGE COMMISSION
An interpretative release containing the Commission's views on the scope of services provided 
by independent accountants was approved in principle at an open meeting on 6/13/79. SEC 
Chairman Harold Williams opened the meeting stating "the issue is both one of appearance 
and fact; if public confidence in the integrity of financial reporting is to be main­
tained, it is of the utmost importance that public confidence in the objectivity of 
independent auditors be similarly maintained." The SEC release, which will be available 
this week, is expected to provide guidance to accountants, audit committees, and 
corporations as to what factors they should consider in determining whether non-audit 
services impact disfavorably on the independence of accountants.
Approval was also given at the 6/13/79 meeting to the Commission's Second Report to 
Congress on the Accounting Profession and the commission’s oversight Role. The 
report, which is expected to be sent to Congress on 6/29/79, will focus on such issues 
as: auditor independence; regulation and oversight; accounting standard setting; and 
auditing standard setting. It is expected that the Commission will not recommend 
Federal legislation to supersede or control the profession's self-regulatory effort.
A one-year postponement of the requirement that oil and gas producers have reserve disclosures 
audited was approved by the Commission on 6/13/79. The development of engineering 
standards is of prime importance in implementing any requirement for audited oil and gas 
reserve information. Representatives of the engineering profession anticipate that final 
standards can be adopted late in 1979. For further information contact James Hall or 
Rita Gunter at 202/755-0222.
Two staff accounting bulletins have recently been issued (see Rel. No. SAB 30 and SAB 31).
SAB No. 30 contains the staff's views of a description of circumstances which indicate
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that a divestiture has not taken place for accounting purposes in connection with a 
sale of a subsidiary or other business operation. SAB No. 31 clarifies and reiterates 
the staff position on the appropriate presentation in balance sheets for notes and other 
receivables evidencing a promise to contribute capital from affiliates or corporate 
partners in limited partnership offerings filed with the Commission.
Anyone wishing to receive one free copy of SAB 30 and 31 may do so by contacting 
the AICPA Washington office, 202/872-8190, ext. 47, prior to 6/27/79 and request 
Document 16-1.
SMALL BUSINESS ADMINISTRATION
Authorization legislation for the SBA was agreed upon last week by House and Senate conferees. 
The compromise version of the legislation (S.918) which was passed in mid-May fcy both 
houses (see the 5/21 and 5/28/79 Wash. Reports), includes a proposal for new disaster 
loan programs, an extended and expanded small business development center program, guide­
lines for the White House Conference on Small Business, and provisions concerning the 
qualification of employee stock ownership plans for SBA loans. Floor action on the 
conference report is expected this week in both houses.
Proposed rules on procurement assistance for small business in Federal contracting programs 
have been issued (see the 6/13/79 Fed. Reg., pp. 33884-91). The proposed rules are 
designed to aid small businesses in Federal prime and subcontracting. In addition, the 
proposal would eliminate obsolete functions, unnecessary regulations, and update and 
simplify various programs that assist small businesses in pursuing and engaging in 
Federal contracting. Comments on the proposal are due by 8/13/79. For more informa­
tion contact Edward Odell at 202/653-6332.
TREASURY, DEPARTMENT OF
Hearings on the classification of workers as employers or independent contractors have been 
announced for 6/20/79 by the House Ways and Means Select Revenue Measures Subcommittee.
The hearing will feature Administration witnesses while public representations will 
be heard sometime in July. All persons wishing to testify should contact the Ways and 
Means Committee Counsel by 7/6/79. A written statement may be submitted in lieu of a 
personal appearance and written testimony will be accepted until the close of business 
on the last day on which public witnesses are heard.
The proposed Taxpayers' Bill of Rights Act (S.326), the proposed court of tax appeals,
and unisex actuarial tables were among the topics discussed last week at the Commissioner’s 
Advisory Group meeting. Individual representation for taxpayers as well as increased 
tax advice for low income groups are among the recommendations of the Bill of Rights Act. 
One advantage of the new tax court would be the more expeditious handling of appeals 
cases. The next meeting of the Advisory Group is scheduled for September.
Taxpayers need not wait until quality and performance standards are issued before making 
commitments to acquire property which may be eligible for the business energy tax 
credit according to IR-2134, issued on 6/8/79. The release is intended to encourage 
investment in energy-saving equipment. Under provisions of the Energy Tax Act of 1978, 
energy property must meet any quality and performance standards contained in regula­
tions and in effect at the time of acquisition. However, if there are no standards in 
effect at the time of acquisition, the property will not have to meet any issued at a 
later date.
Final regulations on the special method of accounting for sales of magazines, paperbacks, 
and records have been issued by the IRS (see the 6/11/79 Fed. Reg., pp. 33398-99). The
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new regulations, which reflect changes made by the Revenue Act of 1978, require the 
taxpayer to make an election for each trade or business in connection with which the 
taxpayer has qualified sales of magazines, paperbacks, or records. The regulations are 
effective for taxable years beginning after 9/30/79. For further information contact 
Robert Katcher at 202/566-3432.
SPECIAL: ADMINISTRATION WEAKENING ON FOREIGN CORRUPT PRACTICES ACT?
The Carter Administration was cautioned against making any attempts to scuttle the Foreign
Corrupt Practices Act at hearings last week before the House Commerce Subcommittee on
Oversight and Investigations. This warning was given to John Renner, Special Envoy, 
Trade Negotiations, by Subcommittee Chairman Bob Eckhardt (D-Tex). Chairman Eckhardt 
dispensed with the usual week’s notice and convened the hearing on 6/14/79, just two 
days after an article in the New York Times outlined a report of a White House Task 
Force which called for measures which would weaken and eventually call for abandonment 
of key provisions of the Foreign Corrupt Practices Act (FCPA). Remembering the 
coalition of opponents to the FCPA, Rep. Eckhardt expressed concern that individuals 
with similar purposes do not seek to accomplish administratively what they failed to 
accomplish legislatively. Special Trade Envoy Renner sought to assure Rep. Eckhardt 
that this White House Task Force was only one of five charged with the responsibility 
to study all export disincentives, the FCPA being only one of many parts. Reluctantly 
estimating that the FCPA was costing approximately $1 billion a year in lost exports, 
Renner continued to insist that this draft was not acted upon by the full Task Force 
and a recommendation to the White House was not imminent, underlining his testimony 
with his assertion that the New York Times report was not complete nor totally accurate. 
No further hearings are scheduled at this time.
For additional information contact:
Teresa Travers, Steven Woolf or Susan Retter 
202/872-8190
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